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NOTICE OF PROPOSED RATE METHODOLOGY 

 
 
I.  Introduction 
 
This notice contains a summary of the methodology and justification for the Commonwealth of 
Massachusetts proposed September 2006 rates of payment to nursing facilities for services 
rendered to publicly-assisted residents.  The proposal is set forth in the Division of Health Care 
Finance and Policy’s Proposed Regulation 114.2 CMR 6.00 effective September 1, 2006. 
  
II. Goals, Objectives and Justification of the Proposed System 
 
Nursing and Other Operating Costs 
 
Effective September 1, 2006, the amendments increase the payments for nursing and other 
operating costs.  The new nursing standard rates will be: $13.47, $35.92, $62.86, $90.88, 
$111.63, and $131.98.  The new other operating standard payment will be $64.02.  The revised 
payments reflect the application of a 1.28% Cost Adjustment Factor to 2006 rates; and an 
additional 1.39% increase to ensure that aggregate nursing facility payments are increased by at 
least $30.5 million (in accordance with the SFY 2007 Budget). 
 
Payment Add-Ons 
 
The amendments include a new annualization (or “short year”) adjustment to annualize all new 
rate increases with a September 1, 2006 effective date. This adjustment will ensure that the 12-
month rate increases are fully funded over the remaining 10-months in the fiscal year (September 
2005 – June 2006). Due to a surplus in the Health Security Trust Fund, the Division will also be 
making payments to High Medicaid providers in SFY 07 pursuant to 114.2 CMR 6.06(9) (d). 
 
Other Provisions 
 
The amendments increase the standard payment for new capital to $25.82 and update payments 
to facilities with a twelve-bed addition that simultaneously renovate pursuant to a Determination of 
Need approved after March 7, 1996. Capital payments for these facilities will equal the lower of the 
amount calculated in 114.2 CMR 6.05(4)(b)4 or the new capital standard. The amendments also 
include a new provision to allow the Division to apply any additional funds that become available 
in the event that capital payments fall short of the requirement set forth in St. 2005, c. 45, § (4) or 
St. 2006, c. 157, § (a)(4) towards a Publicly Operated Provider Add-on. In addition, there is a 
new annualization (or “short year”) adjustment to annualize all new rate increases with a 
September 1, 2006 effective date. The due date for cost report filing has been changed to March 
1. 
 
Fiscal Impact 

It is estimated that aggregate annual Medicaid expenditures for nursing facility services will 
increase by approximately $31.1 million, or 2.0%, as a result of these amendments.  
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